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RURAL  HEALTH  CLINIC  SERVICES 


July  29.  1977. — Ordered  to  be  prinred 


Mr.  Ullmax.  from  the  Committee  on  Ways  and  Means, 
snbmitted  the  following 

EEPOET 

[To  accompany  H.K.  8422] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill 
i  H.K.  to  amend  title  XVIII  of  the  Social  Security  Act  to  pro- 

ride  payment  for  rural  health  clinic  services,  having  considered  the 
same,  report  favorably  thereon  with  amendments  and  recommend 
that  the  bill  as  amended  do  pass. 

The  amendments  |  stated  in  terms  of  the  page  and  line  numbers  of 
the  introduced  bill)  are  as  follows : 

On  the  first  page  line  7.  insert  after  the  semicolon  "and"'. 

On  the  first  page,  strike  out  line  8  and  all  that  follows  down  through 
line  2  on  page  2. 

Page  '2.  line  3.  strike  out  "(3)"  and  insert  in  lieu  thereof  "(2)  ''. 

Page  2.  line  15.  strike  out  " ;  and"  and  insert  in  lieu  thereof  and''. 

Page  3.  line  13.  before  "clinic"  insert  "rural  health". 

Page  3.  line  18,  after  "(B)"  insert  the  following:  "in  the  case  of  a 
facility  which  is  not  a  physician-directed  clinic". 

Page  3.  line  21.  strike  out  "section  1861"  and  insert  in  lieu  thereof 
"subsection". 

Page  1.  line  6.  strike  out  "except  that"  and  insert  in  lieu  thereof 
<;and"". 

Pa  ore  4,  line  7.  strike  out  "shall  have"'  and  insert  in  lieu  thereof 

Page  6.  line  19.  strike  out  "clinics.'''  and  insert  in  lieu  thereof  "clinic 
se  rviees.". 

Page  6.  strike  out  line  21  and  all  that  follows  down  through  line  9 
on  page  7.  and  insert  in  lieu  thereof  the  following : 

(e)  Section  1861  (s)  (2)  of  such  Act  is  amended — 

(1)  bv  striking  out  "and7'  at  the  end  of  subparagraph 

(C)  (ii); 

(2)  bv  inserting  "and*'  at  the  end  of  subparagraph 

(D)  ;and 

(3)  by  adding  the  following  new  subparagraph  at 
the  end  thereof : 

a  (E )  rural  health  clinic  services ;". 

(1) 
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Page  8,  line  3,  strike  out  "physician  extenders"  and  insert  "primary 
care  practitioners". 

Page  8,  beginning  in  line  11,  strike  out  "physician  extenders"  and 
insert  "primary  care  practitioner". 

Page  9,  line  10,  strike  out  "grant"  and  insert  in  lieu  thereof  "grant,". 

Page  9,  line  16,  strike  out  "project"  and  insert  in  lieu  thereof 
"projects". 

Page  9,  line  19,  strike  out  "project"  and  insert  in  lieu  thereof 
"projects". 

Page  10,  line  8,  strike  out  "(i)"  and  insert  in  lieu  thereof" (A)". 
Page  10,  line  11,  strike  out  "(ii)"  and  insert  in  lieu  thereof  "(B)". 
Page  11,  line  20,  strike  out  "experiment  or". 
Page  11,  line  25,  strike  out  "experiment  or". 
Amend  the  title  so  as  to  read : 

A  bill  to  amend  title  XVIII  of  the  Social  Security  Act  to 
provide  payment  for  rural  health  clinic  services,  and  for  other 
purposes. 

I.  Purpose  and  Background  or  the  Bill 

As  a  result  of  hearings  conducted  in  Appalachia  by  your  commit- 
tee's Subcommittee  on  Health,  it  has  become  evident  that  often  the 
only  types  of  primary  and  emergency  care  services  available  to  resi- 
dents of  isolated  rural  areas  are  not  covered  under  the  medicare  pro- 
gram. Because  of  the  inability  to  support  the  practice  of  a  physician, 
these  communities  have  developed  clinics  where  many  of  the  primary 
care  services  traditionally  performed  by  physicians  are  furnished  by 
specially  trained  nonphysician  personnel  called  primary  care  practi- 
tioners. Under  present  law,  medicare  coverage  is  available  for  these 
types  of  services  only  when  they  are  provided  by  a  physician. 

In  recommending  legislation  to  provide  medicare  coverage  for  serv- 
ices furnished  in  these  clinics,  your  committee  is  attempting  to  address 
the  severe  problem  resulting  from  the  lack  of  physicians  in  many  rural 
areas.  Your  committee  believes  that  by  providing  for  reimbursement 
on  the  basis  of  costs  incurred  in  furnishing  covered  services  and  by 
limiting  eligibility  to  clinics  located  in  areas  of  plrysician  scarcity, 
the  bill  addresses  the  existing  problem  in  a  cost-effective  and  efficient 
manner. 

II.  Summary  of  the  Bill 

As  reported,  H.R.  8422,  provides  coverage  under  part  B  of  medicare 
for  rural  health  clinic  services  and  requires  the  Secretary  to  conduct 
demonstration  projects  involving  clinics  located  in  medically  under- 
served  urban  areas  and  comprehensive  outpatient  mental  health  cen- 
ters. The  summary  presented  below  briefly  outlines  the  principal 
features  of  the  bill. 

RURAL  HEALTH  CLINIC  SERVICES 

Your  committee's  bill  provides  coverage  for  services  furnished  by 
clinics  located  in  rural,  medically  underserved  areas  if  they  are  staffed 
by  primary  care  practitioners.  Payment  for  covered  services,  includ- 
ing physician  services  provided  in  the  clinic,  would  be  made  directly 
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to  the  clinic  and  would  be  based  on  the  costs  incurred  in  furnishing 
these  services  to  medicare  beneficiaries.  Services  furnished  by  primary 
care  practitioners  would  also  be  covered  if  such  services  are  otherwise 
covered  under  the  medicare  program  when  furnished  by  a  physician 
and  if  they  are  rendered  by  the  primary  care  practitioner  under  the 
general  supervision  of  a  physician. 

DEMONSTRATION"  PROJECT  FOR  URBAN  PHYSICIAN-DIRECTED  CLINICS 

The  bill  requires  the  Secretary  to  develop  and  carry  out  demonstra- 
tion projects  to  evaluate  reimbursement  on  a  cost  basis  for  services 
provided  by  physician-directed  clinics  in  urban  medically  underserved 
areas.  The  services  to  be  included  in  these  projects  are  those  which  are 
presently  covered  under  the  medicare  program  and  any  services  pro- 
vided by  primary  care  practitioners  employed  by  such  clinics  which 
would  otherwise  be  covered  if  provided  by  a  physician.  The  Secretary 
is  to  report  to  the  Congress,  no  later  than  January  1,  1981,  on  the  re- 
sults of  these  projects  with  any  recommendations  for  legislative 
changes  which  he  finds  necessary  or  desirable. 

DEMONSTRATION  PROJECT  FOR  COMPREHENSIVE  OUTPATIENT  MENTAL 

HEALTH  CENTERS 

The  bill  requires  the  Secretary  to  develop  and  carry  out  demonstra- 
tion projects  to  evaluate  the  effects  and  implications  of  medicare  re- 
imbursement for  services  furnished  in  organized  centers  offering  com- 
prehensive outpatient  mental  health  services.  The  Secretary  is  to  report 
to  the  Congress,  no  later  than  January  1,  1981,  on  the  results  of  these 
projects  with  any  recommendations  for  legislative  changes  which  he 
finds  necessary  or  desirable. 

III.  General  Statement 

A.  RURAL  HEALTH  CLINICS 

Many  isolated  rural  communities  which  have  not  been  able  to  attract 
or  retain  a  physician  have  come  to  rely  on  clinics  which  do  not  follow 
the  traditional  model  of  physician  delivery  of  medical  services.  These 
rural  clinics  are  staffed,  not  by  physicians,  but  by  specially  trained 
nurse  practitioners  and  physician  assistants — often  referred  to  as  pri- 
mary care  practitioners — who  are  trained  to  provide  primary  medical 
care  services  traditionally  performed  only  by  physicians.  ^  Although 
there  is  physician  supervision  of  the  services  provided  by  primary  care 
practitioners,  it  is  indirect  rather  than  "over  the  shoulder." 

Other,  more  populated  communities  that  could  financially  support 
the  practice  of  a  physician,  have  also  had  difficulty  in  retaining  physi- 
cians. Physicians  have  often  been  reluctant  to  locate  in  these  communi- 
ties because  of  the  likelihood  of  a  heavy  patient  load  with  no  relief 
available  for  time  off  for  vacation  or  continuing  education.  The  devel- 
opment of  clinics  which  have  a  full-time  physician  but  use  a  primary 
care  practitioner  to  take  responsibility  for  a  large  part  of  the  physi- 
cian's patient  load,  has  meant  that  many  of  these  communities  are  now 
able  to  retain  a  physician. 
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These  rural  health  clinics  staffed  by  primary  care  practitioners  have 
developed  in  a  variety  of  ways.  Many  were  developed  through  public 
efforts  including  community  fundraising,  State  and  local  government 
funding,  and  Federal  funding  under  the  Office  of  Economic  Opportu- 
nity, the  Public  Health  Service,  or  the  Appalachian  Eegional  Commis- 
sion. In  some  cases,  physicians  in  private  practice  in  a  nearby  urban 
area  have  set  up  a  "satellite  clinic"  in  a  rural  area  which  is  staffed  by  a 
primary  care  practitioner. 

Although  the  services  provided  by  the  physician,  whether  he  is 
present  in  the  clinic  on  a  full-  or  part-time  basis  are  presently  covered, 
the  services  provided  by  the  primary  care  practitioner  in  the  rural 
health  clinics  are  not  eligible  for  any  medicare  reimbursement. 

Under  the  original  medicare  act,  services  of  physicians  practicing 
in  a  clinic  setting  are  covered  under  part  B  of  medicare.  Services  pro- 
vided in  the  clinic  by  personnel  other  than  physicians  and  certain 
medical  supplies  are  also  covered  when  provided  "as  an  incident  to  a 
physician's  service." 

Over  the  years,  this  "incident  to"  requirement  has  been  interpreted 
to  mean  that  two  requirements  must  be  met.  The  first  is  that  there  must 
be  direct  physician  supervision  of  the  services  provided  by  the  non- 
physician  personnel.  The  second  is  that  the  services  provided  by  the 
nonphysician  personnel  cannot  be  physician-type  services,  that  is, 
they  cannot  be  actual  medical  services. 

Primary  care  practitioners,  whether  they  practice  in  clinics  where 
there  is  a  physician  present  full-time  or  in  clinics  where  only  the 
backup  services  of  a  physician  are  available,  meet  neither  of  these 
requirements.  The  services  they  provide  are  medical  care  services  of 
the  type  ordinarily  performed  only  by  physicians  and  the  physician 
supervision  of  the  services  is  only  indirect. 

Since  the  services  provided  by  the  primary  care  practitioner  to 
medicare  beneficiaries  are  not  eligible  for  medicare  reimbursement, 
these  services,  have  either  been  paid  for  out-of-pocket  by  the  bene- 
ficiary, supported  through  a  grant,  or  treated  by  the  clinic  as  a  bad 
debt.  As  a  result  of  these  and  other  factors,  several  rural  health  clinics 
are  now  confronted  with  serious  financial  problems.  Exacerbating  the 
current  situation  is  the  fact  that  Appalachian  Eegional  Commission 
grants  which  have  been  supporting  these  clinics  are  due  to  expire  over 
the  next  several  months.  Your  committee  is  concerned  that,  without 
medicare  funding,  many  of  these  clinics  can  never  become  self-sufficient 
and  may  be  forced  to  close. 

Rural  health  clinic  services 

Your  committee's  bill  provides  coverage  for  services  furnished  by 
primary  care  practitioners  in  rural  health  clinics,  whether  or  not  the 
clinic  is  under  the  full-time  direction  of  a  physician,  provided  the  pri- 
mary care  practitioner  is  legally  authorized  under  State  law  to  per- 
form such  services.  Services  and  supplies  which  are  furnished  incident 
to  a  primary  care  practitioner's  services  in  the  clinic  would  also  be 
covered  if  they  are  presently  covered  when  provided  as  an  incident 
to  a  physician's  service — for  example,  bandages  and  traditional  nurs- 
ing services. 
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Although  clinics  often  provide  a  wider  range  of  services,  for  ex- 
ample, drugs,  dental  services,  preventive  services,  and  transportation, 
these  services  would  not  be  covered  since  they  are  not  covered  by  medi- 
care under  any  other  circumstances. 

II  a  ml  health  clinic 

Rural  health  clinics  are  defined  as  those  clinics  which  are  located  in 
rural  areas  that  have  been  designated  by  the  Secretary  as  having  medi- 
cally underserved  populations  under  section  1302(7)  of  the  Public 
Health  Service  Act.  Only  those  clinics  which  employ  a  primary  care 
practitioner  would  be  eligible. 

Clinical  record* 

Your  committee's  bill  requires  that  the  rural  health  clinic  maintain 
medical  records  on  all  patients,  Such  a  requirement  parallels  the  re- 
quirement that  hospitals,  nursing-homes,  and  home  health  agencies  par- 
ticipating in  medicare  maintain  clinical  records  on  all  patients. 

Hosp  if  a  I  a  i -rn  n  c/e  me  n  ts 

Since  the  clinics  serve  as  an  entry  point  into  the  medical  care  system, 
the  bill  requires  that  the  clinic  have  an  arrangement  with  one  or  more 
hospitals,  meeting  requirements  of  the  medicare  program,  for  referral 
and  admission  of  patients  who  need  inpatient  hospital  services  or  other 
>pecialized  services  not  available  at  the  clinic. 

In  order  to  help  assure  the  qualify  of  the  services  for  which  medi- 
care payment  is  made,  the  bill  requires  rural  clinics  to  meet  certain 
criteria  as  a  condition  for  payment.  Since  the  clinics  are  of  diverse 
character,  these  criteria  are  very  broad  and  flexible.  For  example,  some 
clinics  have  been  able  to  obtain  relatively  sophisticated  facilities  and 
equipment  while  others,  although  providing  quality  care,  have  only 
the  most  ba>ic  facilities  and  equipment.  There  are,  however,  a  number 
of  standards  which  your  committee  believes  should  be  met  by  all 
covered  rural  clinics. 

Ph ysician  supervision  arrangement 

Although  primary  care  practitioners,  particularly  nurse  practition- 
ers, provide  a  broad  range  of  services  such  as  health  education,  preven- 
tive care,  and  counseling,  the  types  of  services  covered  under  the  medi- 
care program  are  services  which  are  necessary  for  the  diagnosis  and 
treatment  of  illness  or  injury.  Since  the  services  covered  under  this 
legislation  would  involve  the  practice  of  medicine,  the  clinic  would 
lie  required  to  have  an  arrangement  with  a  physician  under  which  the 
physician  periodically  reviews  the  services  provided  by  the  primary 
care  practitioner,  provides  supervision  and  guidance  of  the  primary 
care  and  treatment  of  patients.  Under  such  an  arrangement,  the  physi- 
cian would  be  required  to  make  himself  available  for  any  necessary 
referral  of  patients  and  for  advice  and  assistance  in  medical  emergen- 
cies. However,  it  would  not  be  necessary  for  the  physician  to  be  physi- 
cally present  when  the  primary  care  practitioner  provides  the  services. 

In  the  case  of  clinics  where  there  is  a  physician  present  on  a  full- 
time  basis  the  physician  services  required  under  the  physician  arrange- 
ment would  be  provided  by  one  or  more  of  the  physicians  on  the  stall' 
of  the  clinic. 
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Go vei min g  policies 
Your  committee's  bill  requires  that  policies  to  govern  the  provision  of 
covered  services  be  developed  with  the  advice  of  a  group  of  profes- 
sional personnel,  including  one  or  more  physicians  and  one  or  more 
primary  care  practitioners.  (Such  policies  would  have  to  be  periodi- 
cally reviewed.)  A  physician  or  primary  care  practitioner  must  be 
designated  as  responsible  for  the  execution  of  these  policies. 

D  lag nostio  services 

Clinics  would  be  required  to  provide  routine  diagnostic  services, 
including  routine  clinical  laboratory  services,  as  prescribed  in  regula- 
tions by  the  Secretary,  and  to  have  arrangements  for  prompt  access  to 
additional  diagnostic  services  from  facilities  meeting  medicare  requir- 
ments.  It  is  not  your  committee's  intent  that  the  clinics  be  required  to 
provide  a  broad  range  of  lab  services;  rather,  only  those  tests  which 
must  be  immediately  available  because  of  the  nature  of  the  problem 
under  investigation  would  be  required. 

Drugs  and  biologicals 

Your  committee's  bill  requires  that  the  clinic  have  available  for  ad- 
ministering at  least  such  drugs  and  biologicals  as  are  needed  in  medical 
emergencies  and  have  appropriate  procedures  or  arrangements  for 
storing,  administering,  and  dispensing  all  drugs  and  biologicals. 

Health  and  safety  standards 

Your  committee's  bill  authorizes  the  Secretary  to  require  clinics  to 
meet  such  other  standards  as  he  finds  necessary  for  the  health  and 
safety  of  patients.  In  developing  standards  to  assure  the  health  and 
safety  of  patients,  the  Secretary  would  be  expected  to  take  in  account 
the  need  for  flexibility  in  standards  for  the  physical  facilities.  Those 
standards  which  would  be  most  important  in  the  type  of  clinic  setting 
covered  under  this  bill  would  be  those  pertaining  to  fire  safety,  flood 
protection  and  accessibility  to  the  handicapped. 

Primary  care  practitioner 

Your  committee's  bill  requires  the  Secretary  to  determine  what 
specific  education,  training,  and  experience  requirements — or  any 
combination  thereof — primary  care  practitioners  must  meet.  In  estab- 
lishing these  requirements  your  committee  expects  the  Secretary  to 
take  into  account  the  qualifications  necessary  to  provide  primary  and 
emergency  care  services  with  the  degree  of  independence  from  direct 
physician  supervision  permitted  under  the  bill.  This  provision  reflects 
the  fact  that,  because  of  the  diversity  of  their  education  and  training 
and  the  variations  in  State  laws,  not  all  those  who  may  be  considered 
primary  care  practitioners  may  be  sufficiently  qualified  to  provide 
services  in  a  remote  rural  health  clinic  setting. 

The  primary  care  practitioner  working  in  an  isolated  clinic  setting 
must  be  capable  of  performing  a  broad  range  of  primary  care  serv- 
ices competently  and  without  the  immediate  supervision  of  a  physi- 
cian. In  common  usage,  however,  the  term  ''primary  care  practitioner" 
is  generic  and  includes  individuals  with  varying  ranges  of  skills.  An 
individual  known  as  a  primary  care  practitioner  could  be  someone  who 
is  capable  only  of  performing  a  limited  number  of  tasks  under  the 
close  supervision  of  a  physician  or  someone  who  is  able  to  exercise 
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judgment  in  diagnosing  and  treating  primary  care  needs  with  only 
t  he  general  supervision  of  a  physician. 

There  is  also  considerable  variation  in  the  delinition  of  and  regula- 
tions for  primary  care  practitioners  under  State  law.  Some  States 
have  specifically  defined  in  law  and  regulations  the  scope  and  type  of 
medical  tasks  physician  assistants  and  nurse  practitioners  may  per- 
form; the  degree  of  physician  supervision  required;  and  the  train- 
ing, education,  and  experience  requirements  necessary  for  performing 
such  tasks.  Other  States  have  statutes  which  allow  physicians  to  dele- 
gate medical  tasks  to  "trained  assistants''  or  others  without  provision 
for  any  qualifications  of  such  individuals,  restriction  on  tasks  dele- 
gated, or  reference  to  the  degree  of  physician  supervision  required. 
In  some  States,  there  is  no  legal  recognition  of  the  primary  care  prac- 
titioner and  State  law  specifically  limits  performance  of  medical  care 
services  to  physicians.  Your  committee  believes,  therefore,  that  it  is 
essential  for  the  Secretary  to  assure  that  appropriate  personnel  re- 
quirements are  applied. 

Reimbursement  for  rural  health  clinic  services 

Your  committee's  bill  would  provide  for  payment  to  rural  clinics 
on  the  basis  of  costs  which  are  reasonable  and  related  to  those  costs 
incurred  by  the  clinics  in  furnishing  covered  services  to  medicare 
beneficiaries.  These  cost-  would  include  reasonable  compensation  for 
tlie  services  of  primary  care  practitioners  and  any  physician  present 
on  a  full-time  basis:  the  cost  of  services  or  supplies  provided  as  an 
incident  to  the  primary  care  practitioner's  service  or  the  physician's 
service;  and  overhead  costs  related  to  providing  the  covered  services. 
For  those  clinics  which  are  not  physician-directed — that  is,  do  not 
have  a  full-time  physician — the  reimbursable  costs  would  include  the 
cost  incurred  by  the  clinic  in  securing  the  required  supervisory  serv- 
ices of  a  physician  and  the  cost  of  any  patient  care  services  provided 
by  a  physician  at  the  clinic  on  a  part-time  basis.  Where  a  physician 
furnishes  services  at  a  clinic  on  a  part-  or  full-time  basis,  all  services 
furnished  to  clinic  patients  by  the  physician,  including  the  services 
he  furnished  to  clinic  patients  transferred  to  a  hospital,  would  be  re- 
imbursed on  a  cost  basis. 

Your  committee  has  developed  this  provision  so  as  to  allow  the  Sec- 
retary maximum  flexibility  in  determining  the  most  efficient  reimburse- 
ment' method  given  the  unique  nature  of  these  clinics.  Since  these 
clinics  are  generally  very  small — perhaps  employing  as  few  as  three 
individuals— and  use  relatively  unsophisticated  accounting  methods, 
it  would  impose  an  undue  hardship  to  mandate  the  same  extensive  cost 
reporting  requirements  imposed  on  hospitals  and  other  health  care 
facilities  participating  in  the  medicare  program.  The  bill  allows  the 
Secretary  the  options"  of  developing  a  simple  reimbursement  mecha- 
nism based  on  the  actual  costs  which  are  incurred  by  the  clinic;  using 
a  prospective  method  of  reimbursement  such  as  all-inclusive  rate  per 
visit,  which  is  related  to  cost  :  or  using  any  other  method  that  is  deter- 
mined to  be  reasonable  and  equitable  in  this  situation. 

In  determining  the  reasonableness  of  costs  incurred  by  clinics,  your 
committee  exoects  the  Secretary  to  establish  guidelines  to  identify 
situations  where  costs  would  not  be  allowed  without  further  investiga- 
tion or  reasonable  justification  by  the  clinic.  The  various  elements  of 
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cost  which  could  be  used  for  the  development  of  such  screens  include: 
the  number  of  primary  care  practitioners  per  supervising  physician; 
patient-staff  ratios ;  percentage  of  administrative  costs  to  total  costs : 
minimum  budgeted  capacity ;  minimum  physician/primary  care  prac- 
titioner productivity*  and  other  elements  the  Secretary  deems  to  be 
appropriate. 

The  actual  payment  to  the  clinic  would  be  for  80  percent  of  the  cost 
or  rate  the  Secretary  determines  is  reasonable.  This  reflects  the  fact 
that  the  services  are  covered  under  the  supplementary  medical  insur- 
ance part  of  the  medicare  program  and  as  such  are  subject  to  the  part 
B  coinsurance  and  deductible.  Clinics  would  be  required  to  agree  not  to 
charge  medicare  beneficiaries  for  services  covered  by  medicare  except 
for  the  amount  of  the  applicable  deductible  and  coinsurance.  The 
coinsurance  and  deductible  amount  would  be  based  on  a  charge  Avhich 
does  not  exceed  the  customary  charge  of  the  clinic  made  for  the  par- 
ticular service  furnished. 

B.  DEMONSTRATION  PROJECTS  EOR  PHYSICIAN-DIRECTED  CLINICS  EMPLOY- 
1X6  PRIMARY  CARE  PRACTITIONERS  IX'  MEDICALLY  IT XDERS ER VED  URBAN 
AREAS 

Although  there  has  been  considerable  interest  in  the  possibility  of 
providing  medicare  reimbursement  on  a  cost-related  basis  for  serv- 
ices— including  services  of  primary  care  practitioners — furnished  by 
clinics  located  in  medically  underserved  urban  areas,  your  committee 
was  concerned  that  the  effects  of  providing  such  reimbursement  have 
not  yet  been  sufficiently  examined.  For  example,  it  was  felt  that  there 
would  be  a  substantially  greater  cost  to  the  medicare  program  involved 
in  covering  urban  clinics,  since  their  budgets  are  several  times  larger 
than  those  of  rural  clinics.  Your- committee  was  also  concerned  about 
the  potential  for  uncontrolled  proliferation  of  such  clinics  in  urban 
areas  and  the  resulting  possible  abuse  of  program  funds. 

Your  committee,  therefore,  felt  it  was  more  appropriate  to  provide 
cost-related  reimbursement  for  services  furnished  in  urban  clinics 
employing  primary  care  practitioners  only  on  a  demonstration  basis 
>o  as  to  "allow  the  Secretary  to  evaluate  fully  the  impact  o,f  such 
reimbursement  and  recommend  any  further  refinements  in  the  legisla- 
tive approach  to  the  reimbursement  of  such  clinics.  It  is  your  com- 
mittee's intent  that  the  demonstration  be  conducted  on  a  broad  scale 
and  include  a  variety  of  urban  in  which  providing  primary  care 
services  are  provided. 

The  bill  requires  the  Secretary  to  specifically  evaluate: 

(1)  the  relative  advantages  and  disadvantages  of  reimburse- 
ment on  the  basis  of  costs  and  fee-for-service  for  physician- 
directed  clinics  employing  primary  care  practitioners ; 

(2)  the  appropriate  method  of  determining  the  compensation 
for  physician  services  on  a  cost  basis ; 

(3)  the  appropriate  definition  for  such  clinics; 

(4)  the  appropriate  criteria  for  the  designation  of  urban  and 
rural  medically  underserved  areas; 

(5)  any  other  changes  as  might  be  appropriate  for  (lie  efficient 
and  cost-effective  reimbursement  of  services  provided  in  such 
clinics. 


9 

The  bill  requires  that  the  Secretary  to  report  to  the  Congress  with 
his  findings  and  any  legislative  recommendations  no  later  than 
January  1.  1981. 

C.  DEMONSTRATION  PROJECTS  FOR  COMPREHENSIVE  OUTPATIENT  MENTAL 

HEALTH  CENTERS 

Your  committee's  bill  directs  the  Secretary  to  carry  out  demonstra- 
tion projects  to  determine  the  feasibility  of  providing  more  compre- 
hensive coverage  under  the  medicare  program  for  services  provided  by 
outpatient  mental  health  centers. 

Your  committee  recognizes  that,  since  1963,  the  Federal  Government 
has  been  involved  in  efforts  to  develop  centers  which  offer  a  broad 
range  of  outpatient  mental  health  services  in  the  hope  that  the  avail- 
ability of  such  services  would  replace  large  institutions  as  the  primary 
place  of  treatment  of  the  mentally  ill.  Your  committee  supports  the 
concept  of  providing  mental  health  services  on  an  outpatient  basis 
wherever  possible.  Your  committee  is  also  concerned  about  the  great 
need  for  mental  health  services  among  the  elderly.  Although  coverage 
for  mental  health  services  is  available  under  the  medicare  program, 
there  are  limitations  on  the  types  of  services  covered,  the  dollar 
amounts  of  services  covered,  and  the  types  of  facilities  eligible  to 
provide  the  covered  services. 

Although  your  committee  recognizes  the  positive  aspects  of  expand- 
ing coverage  of  mental  health  services  provided  by  outpatient  centers, 
it  also  has  a  deep  concern  about  the  potential  problems  involved  in 
effectively  controlling  the  utilization  and  the  resulting  cost  of  expand- 
ing present  coverage  for  services. 

Your  committee  believes,  therefore,  that  broad-scale  demonstration 
projects  should  be  developed  for  the  reimbursement  of  outpatient  men- 
tal health  services  in  order  to  evaluate  among  other  things,  the  advan- 
tages of  reimbursement  on  a  cost  basis  for  such  services;  whether  a 
change  in  the  medicare  coverage  provisions  would  result  in  more 
economical  and  effective  utilization  of  such  services;  the  appropriate 
definition  for  such  a  center:  and  the  appropriate  qualifications  for 
individuals  who  provide  covered  services  in  such  a  center  and  their 
appropriate  professional  interrelationships. 

Although  a  definition  for  a  comprehensive  mental  health  center  is 
presently  provided  in  the  Federal  Community  Mental  Health  Centers 
Act,  your  committee  expects  that  the  centers  participating  in  the 
demonstration  projects  will  represent  a  variety  of  settings  which  offer 
comprehensive  services  but  which  may  not  offer  all  of  the  services 
required  of  the  federally  funded  centers. 

The  bill  requires  the  Secretary  to  report  his  findings  and  any  rec- 
ommendations for  legislative  changes  to  the  Congress  no  later  than 
January  1,  1981. 

IV.  Cost  of  Carrying  Out  the  Bill  and  Effect  on  the  Revenues 

In  compliance  with  clause  7  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  your  committee  states  that  the  Social  Security 
Administration's  Office  of  the  Actuary  (Department  of  Health.  Edu- 
cation, and  Welfare)  has  supplied  the  committee  with  the  following 
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5-year  estimate  of  the  increased  outlays  from  the  supplementary  medi- 
cal insurance  trust  fund  that  would  be  incurred  as  a  result  of  passage 
of  this  legislation : 

[In  millions] 

1978     $20 

1079    40 

1980    45 

1981    60 

j  982    80 

Your  committee  concurs  with  the  Department's  estimate. 

In  compliance  with  subdivision  (C)  of  clause  (2)  (1)  (3)  of  rule  XI 
of  the  Rules  of  the  House  of  Representatives,  your  committee  states 
that  the  statement  relative  to  the  estimated  costs  of  carrying  out  the 
bill  by  the  Director  of  the  Congressional  Budget  Office  was  requested 
but  lias  not  been  timely  submitted  to  the  committee  for  inclusion  in 
the  report. 

V.  Other  Matters  To  Be  Discussed  Under  the  House  Rules 


VOTE   OE  THE  COMMITTEE 

In  compliance  with  subdivision  (B)  of  clause  2(1)  (2)  of  rule  XI 
of  the  Rules  of  the  House  of  Representatives,  the  following  statement 
is  made  relative  to  the  vote  of  the  committee  on  the  motion  to  report 
the  bill.  The  bill,  H.R.  8422,  as  amended,  was  ordered  favorably  re- 
ported by  a  voice  vote. 

OVERSIGHT  FINDINGS 

In  compliance  with  subdivision  (A)  of  clause  2(1)  (3)  of  rule  XI 
of  the  Rules  of  the  House  of  Representatives,  the  following  statement 
is  made  relative  to  oversight  findings  by  your  committee. 

During  hearings  on  the  issue  of  national  health  insurance  con- 
ducted by  your  committee's  Subcommittee  on  Health  during  July  of 
last  year  in  Knoxville,  Tenn.,  testimony  was  received  which  made 
evident  the  lack  of  access  in  isolated  rural  areas  to  the  types  of 
primary  care  services  presently  covered  under  the  medicare  program. 
The  Subcommittee  on  Health  took  the  opportunity  provided  by  these 
hearings  to  visit  a  number  of  the  types  of  clinics  staffed  b}^  primary 
care  practitioners  which  are  providing  primary  care  service  in 
the  absence  of  a  physician.  The  Subcommittee  on  Health  held 
hearings  in  February  of  this  year  specifically  on  the  need  to  provide 
medicare  coverage  for  rural  health  clinic  services  provided  by  primary 
care  practitioners.  In  addition  to  the  approach  adopted  by  H.R.  8422, 
a  number  of  other  proposals  before  your  committee  were  considered 
during  these  hearings.  As  a  result  of  these  hearings,  your  committee 
concluded  that  it  would  be  desirable  to  enact  legislation  changing  the 
present  medicare  law  as  is  done  in  H.R.  8422,  as  amended. 

NEW   BUDGETARY   AUTHORITY   AND  TAX  EXPENDITURES 

With  respect  to  subdivision  (B)  of  clause  2(1)  (3)  of  rule  XI  of 
the  Rules  of  the  House  of  Representatives,  your  committee  states  that 
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the  changes  made  in  present  law  by  this  bill  involve  no  new  budgetary 
authority  or  new  increased  tax  expenditures. 

OVERSIGHT  BY  COMMITTEE  ON  GOVERNMENT  OPERATIONS 

With  respect  to  subdivision  (D)  of  clause  2(1)  (3)  of  rule  XI  of 
the  Rules  of  the  House  of  Representatives,  your  committee  advises 
that  no  oversight  findings  or  recommendations  have  been  submitted 
to  your  committee  by  he  Committee  on  Government  Operations  with 
respect  to  the  subject  matter  contained  in  the  bill. 

INFLATIONARY  IMPACT 

In  compliance  with  clause  2(1)  (4)  of  rule  XI  of  the  Rules  of  the 
House  of  Representatives,  your  committee  states  that  the  changes 
made  in  existing  law  would  have  only  a  very  limited  inflationary  im- 
pact on  prices  and  costs  of  the  national  economy.  The  bill  would  in 
many  eases,  provide  coverage  under  the  medicare  program  for  serv- 
ices that  are  already  being  furnished  to  medicare  beneficiaries  but  are 
paid  for  from  other  sources — for  example,  a  Federal  or  State  grant. 
It  is  to  be  expected  that,  in  some  cases,  the  bill  will  encourage  develop- 
ment of  new  rural  clinics  because  of  certainty  of  funding  under  the 
medicare  program.  In  view  of  the  need  for  additional  medical  care 
services  in  rural  areas  and  the  difficulty  in  attracting  and  retaining 
physicians  to  such  areas,  your  committee  felt  that  the  most  cost- 
effective  and  efficient  way  to  provide  the  needed  primary  care  services 
is  to  recognize  the  services  of  primary  care  practitioner  under  the 
medicare  program  for  this  limited  purpose. 

VT.  Section-by-Section  Analysis  of  the  Bill 

SECTION   1.  MEDICARE  COVERAGE  FOR  RURAL  HEALTH  CLINICS 

Section  1(a)  amends  section  1832(a)  of  the  Social  Security  Act  to 
include  rural  health  clinic  services  in  the  scope  of  benefits  covered 
under  the  medicare  program. 

Section  1  (b)  amends  section  1833(a)  of  the  act  to  provide  payment 
to  rural  health  clinics  for  80  percent  of  costs  which  are  reasonable 
and  related  to  those  costs  incurred  by  the  clinic  in  furnishing  covered 
services  to  medicare  beneficiaries  or  on  such  other  tests  of  reasonable- 
ness as  the  Secretary  may  prescribe  in  regulations. 

Section  1  (c)  amends  section  1861  of  the  act  to  add  a  new  subsection 
(aa)  : 

Rural  Health  Clinic  Services 

Paragraph  (1)  of  the  new  section  1861  (aa)  _  defines  rural  health 
clinic  services  as  services  furnished  to  an  outpatient  of  a  rural  health 
clinic  by  a  physician  and  services  furnished  by  primary  care  practi- 
tioners which  are  otherwise  covered  when  furnished  by  a  physician. 
Any  services  and  supplies  provided  as  an  incident  to  a  physician's  or 
primary  care  practitioner's  service  are  also  covered  if  they  are 
presently  covered  when  provided  as  an  incident  to  a  physician's  serv- 
ice. 
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Paragraph  (2)  of  the  new  section  1861  (aa)  defines  the  term  "rural 
health  clinic"  as  a  clinic  which : 

(A)  is  primarily  engaged  in  providing  rural  health  clinic 
services : 

(B)  in  the  case  of  a  facility  which  is  not  a  physician-directed 
clinic,  has  an  arrangement — consistent  with  the  provisions  of  State 
and  local  law  relative  to  the  practice,  performance,  and  delivery 
of  health  services — with  one  or  more  physicians — as  denned  in 
section  1861  (r)  (1))  under  which  provision  is  made  for  the  pe- 
riodic review  of  covered  services  furnished  by  primary  care  prac- 
titioners, the  supervision  and  guidance  of  primary  care  prac- 
titioners, the  preparation  of  medical  orders  for  care  and  treatment 
of  clinic  patients  as  may  be  necessary,  and  the  availability  for  re- 
ferral of  patients  as  is  necessary  and  for  advice  and  assistance  in 
the  management  of  medical  emergencies ;  and  in  the  case  of  a  phy- 
sician-directed clinic,  the  clinic  has  one  or  more  of  its  staff  physi- 
cians perform  the  activities  accomplished  through  such  an 
arrangement ; 

(C)  maintains  clinical  records  on  all  patients; 

(D)  has  arrangements  with  one  or  more  hospitals  meeting  the 
requirements  under  title  XVIII  of  the  act  for  the  referral  and 
admission  of  patients  requiring  inpatient  services  or  such  diag- 
nostic or  other  specialized  services  as  are  not  available  at  the 
clinic ; 

(E)  has  policies,  which  are  developed  with  the  advice  of — and 
with  provision  for  review  of  such  policies  from  time  to  time — 
a  group  of  professional  personnel,  including  one  or  more  physi- 
cians and  one  or  more  primary  care  practitioners,  to  govern  the 
services  provided  by  the  clinic ; 

(F)  has  a  physician  or  primary  care  practitioner  responsible 
for  the  execution  of  policies  relating  to  provision  of  the  clinic's 
services ; 

(G)  directly  provides  routine  diagnostic  services,  including 
clinical  laborator}^  services,  as  prescribed  in  regulations  by  the 
Secretary,  and  has  prompt  access  to  additional  diagnostic  services 
from  facilities  meeting  the  requirements  under  title  XVIII  of  the 
act; 

(II)  has  available  for  administering  to  patients  of  the  rural 
health  clinic  at  least  such  drugs  and  biologicals  as  are  determined 
by  the  Secretary  to  be  necessary  for  the  treatment  of  emergency 
cases — as  defined  in  regulations — and  has  appropriate  procedures 
or  arrangements  in  compliance  with  State  and  Federal  law  for 
storing,  administering;,  and  dispensing  any  drugs  and  biologicals : 
(I)  meets  such  other  requirements  as  the  Secretary  may  find 
necessary  in  the  interest  of  the  health  and  safety  of  the  individuals 
who  are  furnished  services  by  the  clinic. 
The  term  "rural  health  clinic"  includes  only  a  facility  which  (i) 
is  located  in  a  rural  area  designated  by  the  Secretary  as  having  a  medi- 
cally underserved  population  under  section  1302(7)  of  the  Public 
Health  Service  Act,  (ii)  has  filed  an  agreement  with  the  Secretary  by 
which  it  agrees  not  to  charge  any  individual  or  other  person  for  items 
or  services  for  which  such  individual  is  entitled  to  have  payment  made 
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under  title  XVIII  of  the  act,  except  for  the  amount  of  any  deductible 
or  coinsurance  amount  imposed  with  respect  to  such  items  or  services — 
not  in  excess  of  the  amount  customarily  charged  for  such  items  or 
services  by  the  clinic — (iii)  employs  a  primary  care  practitioner  and 
(iv)  is  not  a  rehabilitation  agency  or  a  facility  which  is  primarily  for 
the  care  and  treatment  of  mental  diseases. 

Paragraph  (3)  of  the  new  section  1861  (aa)  defines  the  term  "pri- 
mary care  practitioner"  to  mean  a  nurse  practitioner  or  physician 
assistant  who  performs  such  services  as  he  is  legally  authorized  to 
perform — in  the  State  in  which  he  performs  such  services — in  accord- 
ance with  State  law — or  the  State  regulatory  mechanism  provided 
by  state  law — and  who  meets  such  training,  education,  and  experience 
requirements — or  any  combination  thereof — as  the  Secretary  may  pre- 
scribe in  regulations. 

Section  1(d)  amends  section  1862(a)  (3)  of  the  act  to  provide  for 
certification  that  the  rural  health  clinic  meets  the  requirements  set 
forth  for  such  a  facility. 

Section  1(e)  amends  section  1861  (s)  of  the  act  to  include  rural 
health  clinic  services  in  the  term  "medical  and  other  services." 

Section  1(f)  amends  section  1864(a)  of  the  act  to  provide  for  certifi- 
cation that  the  rural  health  clinic  meets  the  requirements  set  forth 
for  such  a  facility. 

Section  1(g)  provides  that  the  amendments  made  by  this  section 
shall  apply  to  services  rendered  on  or  after  the  first  day  of  the  third 
calendar  month  which  begins  after  the  date  of  enactment. 

SECTIOX  2.  DEMOXSTRATIOX  PROJECTS  FOR  PHYSICL4X-DIRECTED  CLIXICS 
EZMPLOYIXG  PRIMARY  CARE  PRACTITIOXERS  IX  URBAX  AREAS 

Section  2(a)  directs  the  Secretary  to  provide,  through  demonstra- 
tion projects,  reimbursement  on  a  cost  basis  for  services  provided  by 
physician-directed  clinics  in  urban  medically  underserved  areas  for 
which  pa}- ment  may  be  made  under  title  XVIII  of  the  Social  Security 
Act  and  for  the  services  of  primary  care  practitioners  which  are  other- 
wise covered  if  provided  by  a  physician. 

Section  2(b)  specifies  that  the  demonstration  projects  are  to  be 
of  sufficient  scope  and  carried  out  on  a  broad  enough  scale  to  allow 
the  Secretary  to  evaluate  fully : 

(1)  the  relative  advantages  and  disadvantages  of  reimburse- 
ment on  the  basis  of  costs  and  fee-for-service  for  physician- 
directed  clinics  employing  primary  care  practitioners ; 

(2)  the  appropriate  method  of  determining  the  compensation 
for  physician  services  on  a  cost  basis  ; 

( 3 )  the  appropriate  definition  for  such  clinics ; 

(4)  the  appropriate  criteria  to  use  for  the  purposes  of  desig- 
nating urban  and  rural  medically  underserved  areas ; 

(5)  any  other  changes  as  might  be  appropriate  for  the  efficient 
and  cost-effective  reimbursement  of  services  provided  in  such 
clinics. 

Section  2(c)  provides  that  grants  and  payments  for  demonstration 
projects  are  to  be  made  in  appropriate  part  from  the  Federal  trust 
funds  established  for  the  hospital  and  supplementary  medical  insur- 
ance programs  under  title  XVIII  of  the  act. 
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Section  2(d)  specifies  that  the  Secretary  shall  submit  to  the  Con- 
ress,  no  later  than  January  1, 1981,  a  complete,  detailed  report  on  the 
emonstration  projects.  Such  report  is  to  include  any  recommenda- 
tions for  legislative  changes  which  the  Secretary  finds  necessary  or 
desirable  as  result  of  carrying  out  such  demonstration  projects. 

SECTION  3.  DEMONSTRATION  PROJECTS  FOR  ORGANIZED  CENTERS  OFFERING 
COMPREHENSIVE  OUTPATIENT  MENTAL  HEALTH  SERVICES 

Section  3(a)  of  the  bill  directs  the  Secretary,  directly  or  through 
contracts  with  or  grants  to  public  or  private  agencies  or  organiza- 
tions, to  develop  and  carry  out  demonstration  projects  to  provide  re- 
imbursement under  title  XVIII  of  the  Social  Security  Act  for  services 
provided  in  organized  centers  offering  comprehensive  outpatient 
mental  health  services. 

Section  3(b)  specifies  that  the  demonstration  projects  are  to  be  of 
sufficient  scope  and  carried  out  on  a  broad  enough  scale  to  allow  the 
Secretary  to  evaluate  fully : 

(1)  the  relative  advantages  of  various  types  of  reimbursement, 
including  reimbursement  on  a  cost  basis,  for  outpatient  mental 
health  services; 

(2)  the  relative  effects  on  utilization  and  cost  of  services  re- 
sulting from  (A)  various  definitions  for  outpatient  mental  health 
services  covered  under  title  XVIII  of  the  act — when  provided 
by  a  mental  health  center — and  (B)  various  limitations  on  such 
services ; 

(3)  the  appropriate  definition  for  such  a  center ; 

(4)  the  appropriate  definition  of  and  qualifications  for  indi- 
viduals who  provide  services  in  such  centers  for  which  reimburse- 
ment is  made  under  title  XVIII  of  the  act, 

(5)  such  other  changes  as  might  be  appropriate  for  the  more 
efficient  and  cost-effective  reimbursement  under  title  XVIII  of 
the  act. 

Section  3(c)  provides  that  grants  and  payments  for  demonstration 
projects  are  to  be  made  in  appropriate  part  from  the  Federal  trust 
funds  established  for  the  hospital  and  supplementary  medical  insur- 
ance programs  under  title  XVIII  of  the  act. 

Section  3(d)  specifies  that  the  Secretary  shall  submit  to  the  Con- 
gress, no  later  than  January  1, 1981,  a  complete,  detailed  report  on  the 
demonstration  projects.  Such  report  is  to  include  any  recommenda- 
tions for  legislative  changes  which  the  Secretary  finds  necessary  or 
desirable  as  a  result  of  carrying  out  such  demonstration  projects. 

Section  3(e)  provides  that  the  Secretary  may  waive  reimbursement 
requirements  of  title  XVIII  with  respect  to  the  demonstration  proj- 
ects. Any  costs  incurred  in  such  projects  in  excess  of  amounts  which 
would  normally  be  paid  under  such  titles  will  be  borne  by  the 
Secretary. 

VII.  Changes  in  Existing  Law  Made  by  the  Bill,  as 

Reported 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as  re- 
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ported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman)  : 

SOCIAL  SECURITY  ACT 
******* 

TITLE  XVIII — HEALTH  INSURANCE  FOR  THE  AGED 
AND  DISABLED 

******* 

Part  B — Supplementary  Medical  Insurance  Benefits  for  the 
Aged  and  Disabled 

******* 

SCOPE  of  benefits 

Sec.  1832.  (a)  The  benefits  provided  to  an  individual  by  the  insur- 
ance program  established  by  this  part  shall  consist  of — 

(1)  entitlement  to  have  payment  made  to  him  or  on  his  behalf 
subject  to  the  provisions  of  this  part)  for  medical  and  other 
health  services,  except  those  described  in  [paragraph  (2)  (B)] 
subparagraphs  (B)  and  (D)  of  paragraph  (2) ;  and 

(2)  entitlement  to  have  payment  made  on  behalf  (subject 
to  the  provisions  of  this  part)  for — 

(A)  *  *  * 

(C)  outpatient  physical  therapy  services,  other  than  services 
to  which  the  next  to  last  sentence  of  section  1861  (p)  applies^.] 
/  and 

(D)  rural  health  clinic  services. 
******* 

PAYMENT  OF  BENEFITS 

Sec.  1833.  (a)  Except  as  provided  in  section  1876,  and  subject  to  the 
succeeding  provisions  of  this  section,  there  shall  be  paid  from  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund,  in  the  case  of 
each  individual  who  is  covered  under  the  insurance  program  estab- 
lished by  this  part  and  incurs  expenses  for  services  with  respect  to 
which  benefits  are  payable  under  this  part,  amounts  equal  to — 

(1)  in  the  case  of  services  described  in  section  1832(a)  (1)  — 
80  percent  of  the  reasonable  charges  for  the  services ;  except  that 
(A)  an  organization  which  provides  medical  and  other  health 
services  (or  arranges  for  their  availability)  on  a  prepayment 
basis  may  elect  to  be  paid  80  percent  of  the  reasonable  cost  of 
services  for  which  payment  may  be  made  under  this  part  on 
behalf  of  individuals  enrolled  in  such  organization  in  lieu  of  80 
percent  of  the  reasonable  charges  for  such  services  if  the  orga- 
nization undertakes  to  charge  such  individuals  no  more  than  20 
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percent  of  such  reasonable  cost  plus  any  amounts  payable  by  them 
as  a  result  of  subsection  (b),  (B)  with  respect  to  expenses  in- 
curred for  radiological  or  pathological  services  for  which  pay- 
ment may  be  made  under  this  part,  furnished  to  an  inpatient  of 
a  hospital  by  a  physician  in  the  field  of  radiology  or  pathology, 
the  amounts  paid  shall  be  equal  to  100  percent  of  the  reasonable 
charges  for  such  services,  (C)  with  respect  to  expenses  incurred 
for  those  physicians'  services  for  which  payment  may  be  made  un- 
der this  part  that  are  described  in  section  1862(a)  (4) ,  the  amounts 
paid  shall  be  subject  to  such  limitations  as  may  be  prescribed  by 
regulations,  and  (D)  with  respect  to  diagnostic  tests  performed 
in  a  laboratory  for  which  payment  is  made  under  this  part  to  the 
laboratory,  the  amounts  paid  shall  be  equal  to  100  percent  of  the 
negotiated  rate  for  such  tests  (as  determined  pursuant  to  subsec- 
tion (g)  of  this  section) ,  [and J 

(2)  in  the  case  of  services  described  in  section  1832(a)  (2)  (ex- 
cept those  services  described  in  subparagraph  (D)  of  section 
1832(a)  (2)) — with  respect  to  home  health  srevices,  100  percent, 
and  with  respect  to  other  services,  80  percent  of — 

(A)  the  lesser  of  (i)  the  reasonable  cost  of  such  services,  as 
determined  under  section  1861  (v),  or  (ii)  the  customary 
charges  with  respect  to  such  services ;  or 

(B)  if  such  services  are  furnished  by  a  public  provider  of 
services  free  of  charge  or  at  nominal  charges  to  the  public, 
the  amount  determined  in  accordance  with  section 
1814(b)  (2)  ;  or 

(C)  if  such  services  are  services  to  which  the  next  to  last 
sentence  of  section  1861  (p)  applies,  the  reasonable  charges 
for  such  services[. J,  and 

(3)  in  the  case  of  services  described  in  section  1832(a)  (2)  (D), 
80  percent  of  costs  which  are  reasonable  and  related  to  the  cost 
of  furnishing  such  services  or  on  such  other  tests  of  reasonableness 
as  the  Secretary  may  prescribe  in  regulations,  including  those 
authorized  under  section  1861  (v)  (1)  (A). 
******* 

Part  C — Miscellaneous  Provisions 

DEFINITION   OF  SERVICES,  INSTITUTIONS,  ETC. 

Sec.  1861.  For  purposes  of  this  title — 

Spell  of  Illness 

(a)  *  *  * 

******* 

Medical  and  Other  Health  Services 

(a)  The  term  "medical  and  other  health  services"  means  any  of  the 
following  items  or  services : 

(1)  physicians'  services; 

(2)  (A)  services  and  supplies  (including  drugs  and  biologicals 
which  cannot,  as  determined  in  accordance  with  regulations,  be 
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self -administered)  furnished  as  an  incident  to  a  physician's  pro- 
fessional service,  of  kinds  which  are  commonly  furnished  in 
physicians'  offices  and  are  commonly  either  rendered  without 
charges  or  included  in  the  physicians'  bills ; 

(B)  hospital  services  (including  drugs  and  biologicals  which 
cannot,  as  determined  in  accordance  with  regulations,  be  self- 
administered)  incident  to  physicians'  services  rendered  to  out- 
patients ; 

(C)  diagnostic  services  which  are — 

(i)  furnished  to  an  individual  as  an  outpatient  by  a  hos- 
pital or  by  others  under  arrangements  with  them  made  by  a 
hospital,  and 

(ii)  ordinarily  furnished  by  such  hospital  (or  by  others 
under  such  arrangements)  to  its  outpatients  for  the  purpose 
of  diagnostic  study ;  [and] 

(D)  outpatient  physical  therapy  services ;  and 

(E)  rural  health  clinic  services ; 

Rural  Health  Clinic  Services 

(aa)  (1)  The  term  "rural  health  clinic  services"  means — 

(A)  physicians'  services  and  such  services  and  supplies  as  are 
covered  under  section  1861  (s)  (2)  (A)  if  furnished  as  an  incident 
to  a  physic  Jan' 's  professional  service,  and 

(B)  such  services  furnished  by  a  primary  care  practitioner  and 
such  services  and  supplies  furnished  as  an  incident  to  his  service 
as  would  otherwise  be  covered  if  furnished  by  a  physician  or  as  an 
incident  to  a  physician's  service, 

when  furnished  to  an  individual  as  an  outpatient  of  a  rural  health 
clinic. 

(2)  The  term  "rural  health  clinic^  means  a  facility  tohich — 

(A)  is  primarily  engaged  in  providing  rural  health  clinic 
services; 

(B)  in  the  case  of  a  facility  which  is  not  a  physician-directed 
clinic,  has  an  arrangement  (consistent  with  the  provisions  of 
State  and  local  law  relative  to  the  practice,  performance,  and  de- 
livery of  health  services)  with  one  or  more  physicians  (as  defined 
in  subsection  (r)  (1))  under  which  provision  is  made  for  the 
periodic  revietv  by  such  physicians  of  covered  services  furnished 
by  primary  care  practitioners,  the  supervision  and  guidance  by 
such  physicians  of  primary  care  practitioners,  the  preparation 
by  such  physicians  of  such  medical  orders  for  care  and  treatment 
of  clinic  patients  as  may  be  necessary,  and  the  availability  of  such 
physicians  for  such  referral  of  patients  as  is  necessary  and  for  ad- 
vice and  assistance  in  the  management  of  medical  emergencies; 
and  in  the  case  o  f  a  physician-directed  clinic,  such  clinic  has  one 
or  more  of  its  staff  physicians  perform  the  activities  accomplished 
through  such  an  arrangement. 

(C)  maintains  clinical  records  on  all  patients; 

(D)  has  arrangements  with  one  or  more  hospitals  meeting  the 
requirements  under  this  title  for  the  referral  and  admission  of 
patimts  requiring  inpatient  services  or  such  diagnostic  or  other 
specialized  services  as  are  not  available  at  the  clinic; 
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(E)  has  policies,  which  are  developed  with  the  advice  of  {and 
with  provision  for  review  of  such  policies  from  time  to  time)  a 
group  of  prof  essional  personnel,  including  one  or  more  physicians 
and  one  or  more  primary  care  practitioners,  to  govern  the  services 
referred  to  in  subparagraph  (A)  which  it  provides; 

(F)  has  a  physician  or  primary  care  practitioner  responsible 
for  the  execution  of  such  policies  relating  to  the  provision  of  the 
clinic's  services; 

(G)  directly  provides  routine  diagnostic  services,  including 
clinical  laboratory  services  as  prescribed  in  regulations  by  the 
Secretary,  and  has  prompt  access  to  additional  diagnostic  services 
from  facilities  meeting  requirements  under  this  title; 

(H)  has  available  for  administering  to  patients  of  the  rural 
health  clinic  at  least  such  drugs  and  biologicals  as  a.re  determined 
by  the  Secretary  to  be  necessary  for  the  treatment  of  emergency 
causes  (as  defined  in  regulations)  and  has  appropriate  procedures 
or  arrangements  in  compliance  with  State  and  Federal  law  for 
storing,  administering,  and  dispensing  any  drugs  and  biologicals; 
and 

(I)  meets  such  other  requirements  as  the  Secretary  may 
find  necessary  in  the  interest  of  the  health  and  safety  of  the 
individuals  who  are  furnished  services  by  the  clinic. 
For  the  purposes  of  this  title,  such  term  includes  only  a  facility  which 
(i)  is  located  in  a  rural  area  designated  by  the  Secretary  as  having 
medically  underserved  populations  under  section  1302(7)  of  the 
Public  Health  Service  Act,  (ii)  has  filed  an  agreement  with  the  Secre- 
tary by  which  it  agrees  not  to  charge  any  individual  or  other  person 
for  items  or  services  for  which  such  individual  is  entitled  to  have  pay- 
ment made  under  this  title,  except  for  the  amount  of  any  deductible 
or  coinsurance  amount  imposed  with  respect  to  such  items  or  services 
(not  in  excess  of  the  amount  customarily  charged  for  such  items  and 
services  by  such  clinic),  pursuant  to  subsections  (a)  and  (b)  of  section 
1833,  (Hi)  employs  a  primary  care  practitioner,  and  (iv)  is  not  a 
rehabilitation  agency  or  a  facility  ivhich  is  primarily  for  the  care  and 
treatment  of  mental  diseases. 

(3)  The  term  "primary  ca,re  practitioner"  means,  for  the  purposes 
of  this  subsection,  a,  nurse  practitioner  or  physician  assistant  who  per- 
forms such  services  as  he  is  legally  authorized  to  perform  (in  the 
State  in  which  he  performs  such  services)  in  accordance  with  Stale 
law  (or  the  State  regulatory  mechanism  provided  by  State  law)  and 
who  meets  such  training,  education,  and  experience  requirements  (or 
any  combination  thereof)  as  the  Secretary  may  prescribe  in 
regulations. 

EXCLUSIONS  FROM  COVERAGE 

Sec.  1862.  (a)  Notwithstanding  any  other  provisions  of  this  title,  no 
payment  may  be  made  under  part  A  or  part  B  for  any  expenses  in- 
curred for  items  or  services — 

(I)  which  are  not  reasonable  and  necessary  for  the  diagnosis 
or  treatment  of  illness  or  injury  or  to  improve  the  functioning  of 
a  malformed  body  member : 

(2)  for  which  the  individual  furnished  such  items  or  services 
has  no  legal  obligation  to  pay,  and  which  no  other  person  (by 
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reason  of  such  individual's  membership  in  a  prepayment  plan  or 
otherwise )  has  a  legal  obligation  to  provide  or  pay  for ; 

(3)  which  are  paid  for  directly  or  indirectly  by  a  governmental 
entity  (other  than  under  this  Act  and  other  than  under  a  health 
benefits  or  insurance  plan  established  for  employees  of  such  an 
entity),  except  [in  such  casesj  in  the  case  of  rural  health  clinic 
services,  as  defined  in  section  1861  (aa)  (£),  and  in  other  cases  as 
the  Secretary  may  specify  ; 

(4)  which  are  not  provided  within  the  United  States  (except 
for  inpatient  hospital  services  furnished  outside  the  United 
States  under  the  conditions  described  in  section  1814(f)  and,  sub- 
ject to  such  conditions,  limitations,  and  requirements  as  are  pro- 
vided under  or  pursuant  to  this  title,  physicians'  services  and  am- 
bulance services  furnished  an  individual  in  conjunction  with  such 
inpatient  hospital  services  but  only  for  the  period  during  which 
such  inpatient  hospital  services  were  furnished)  ; 

(5)  which  are  required  as  a  result  of  war,  or  of  an  act  of  war, 
occurring  after  the  effective  date  of  such  individual's  current 
coverage  under  such  part ; 

(6)  which  constitute  personal  comfort  items; 

(7)  where  such  expenses  are  for  routine  physical  checkups,  eye- 
glasses or  eye  examinations  for  the  purpose  of  prescribing,  fitting, 
or  changing  eyeglasses,  procedures  performed  (during  the  course 
of  any  eye  examination)  to  determine  the  refractive  state  of  the 
eyes,  hearing  aids  or  examinations  therefor,  or  immunizations; 

(8)  where  such  expenses  are  for  orthopedic  shoes  or  other  sup- 
portive devices  for  the  feet ; 

(9)  where  such  expenses  are  for  custodial  care ; 

USE  OF  STATE  AGEXCIES  TO  DETERMINE  COMPLIANCE  BY  PROVIDERS  OF 
SERVICES  WITH  CONDITIONS  OF  PARTICIPATION 

Sec.  1864.  (a)  The  Secretary  shall  make  an  agreement  with  any 
State  which  is  able  and  willing  to  do  so  under  which  the  services  of  the 
State  health  agency  or  other  appropriate  State  agency  (or  the  ap- 
propriate local  agencies)  will  be  utilized  by  him  for  the  purpose  of 
determining  whether  an  institution  therein  is  a  hospital  or  skilled 
nursing  facility,  or  whether  an  agency  therein  is  a  home  health  agency, 
or  whether  a  facility  therein  is  a  rural  health  clinic  as  defined  in 
section  1861  (aa)  (2) ;  or  whether  a  laboratory  meets  the  requirements 
of  paragraphs  (10)  and  (11)  of  section  1861  (s),  or  whether  a  clinic, 
rehabilitation  agency  of  public  health  agency  meets  the  requirements  of 
subparagraph  (A)  or  (B),  as  the  case  may  be,  of  section  1861  (p)  (4). 
To  the  extent  that  the  Secretary  finds  it  appropriate,  an  institution  or 
agency  which  such  a  State  (or  local)  agency  certifies  is  a  hospital, 
skilled  nursing  facility,  rural  health  clinic,  or  home  health  agency 
(as  those  terms  are  denned  in  section  1861)  may  be  treated  as  such  by 
the  Secretary.  Any  State  agency  which  has  such  an  agreement  may 
(subject  to  approval  of  the  Secretary)  furnish  to  a  skilled  nursing  fa- 
cility after  proper  request  by  such  facility,  such  specialized  consulta- 
tive services  (which  such  agency  is  able  and  willing  to  furnish  in  a 
manner  satisfactory  to  the  Secretary)  as  such  facility  may  need  to 
meet  one  or  more  of  the  conditions  specifiej^jnj^tion^^ 
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such  services  furnished  by  a  State  agency  shall  be  deemed  to  have  been 
furnished  pursuant  to  such  agreement.  Within  90  days  following  the 
completion  of  each  survey  of  any  health  care  facility,  rural  health 
olinic,  laboratory,  clinic,  agency,  or  organization  by  the  appropriate 
State  or  local  agency  described  in  the  first  sentence  of  this  subsection, 
the  Secretary  shall  make  public  in  readily  available  form  and  place 
the  pertinent  findings  of  each  such  survey  relating  to  the  compliance 
of  each  such  health  care  facility,  rural  health  clinic,  laboratory,  clinic, 
agency,  or  organization  with  ( 1 )  the  statutory  conditions  of  participa- 
tion imposed  under  this  title  and  (2)  the  major  additional  conditions 
which  the  Secretary  finds  necessary  in  the  interest  of  health  and  safety 
of  individuals  who  are  furnished  care  or  services  by  any  such  facility, 
rural  health  clinic,  laboratory,  clinic,  agency,  or  organization. 

******* 
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